Person to Contact: [IIINEGNG@GEG
Telephone Number: N
Refer Reply to: -
Internal Revenue Service

Date: JyN 20 983
Dear Applicant:

We lhave considered your appl.ication for recognition of exemption
from Federal Income 7Tax under Section 501(c)(3) of the Internal
Revenue Code of 1986.

The information subnitted discloses that you were incorporated on
PN undcr the nonprofit corporation laws of the State
of N .

According to your Articles of Incorporation, your purposes
include the following:

(a) Monitoring and facilitating developments in health care
information systems.

(i) Receiving, considering and making recommendations to
conmputer software manufacturers regarding existing
products and futuce Improvements.

(c) Providing for the exchange of ideas between users and
providers of information systems in the health care
indnstry.

According to your application Form 1023, you were formed to
create a network of users of I information products. A
nember of your organization must be a user of the I systen
conputer provided by HIIIIINIENENEGNMEEE. Your privary activity
is to assist your members in the use of the | NN system. Your
income is derived from membership dues and regi::ration fees for
mectings. Expenditures are made primarily for meetings and
publicartions.

Section 503(c)(2) of the Code provides for the exemption from
Federal Tncome Tax ol corporations organized and operated
exclusively for religlous, charitable, literary, scientific, and
cducational purposes; no part of the net earnings of which Inures
to any private shareholder or individual.
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Section 1.,501(c){(3)~1(a) of the Income Tax Regulations provides
that {n order to be exempt as an orgasnization described in
Section 501(e)(3), the organization must be one that {s both
organized and operated exclupively for one or more of the
purposcs specified in that section. 1If an organizsticn fails to
meet either the ovganizational or the operational test 1t Is not
exvmpt.

Section 1.501(e){3)~1(e)(l) of the Income Tax Regulations
provides that "an organization wlll he regarded os 'operated
exclusively' for one or more exempt purposes only if it engeges
primari{ly in activities which accomplish one or more of such
excmpt purposes specified in Sectlon 501(c)(3). An organization
will not be 30 regarded if more tham.an Insubstantial part of its
activities {8 not in furtherance of an exempt purpose.”

Seetfon 1.501(e)(3)~-1(a)(L)(11) of the Income Tax Regulations
provides that an organizetion is not organized and operated
exclusively for exempt purposes unless it serves a public rather
than a private interest. Thus, it is necessary for an
organization secking exemption under Section 5CLl(c)(3) to
establish that it 1s not organized or operated for the benefic of
private interests such as designated Iindividuals, the creator ot
his family, shareholders of the organization, or persons
controlled, dircctly or indirectly, by such private interests.

According to Reveaue Ruling 74-116, 1974~1 C.B. 127, an
organization whose membership {s limited to organizations that
own, rent, or usc a specific type of computer and whose
activicies are designed to keep members informed of current
scientific aud technical data of speclal intecrest to them as
ugers of the computer is not axempt under Section 501(c)(3).

By making specialized inforwmation aveilable to your members under
the ecircumstancee described above, you are serving the private
Iuterests of your members rather than a public interesc.
Accordingly, you avc not exenpt from Federa.. income tax under
Section SC1{c)({3) of the Code.

Accordinply, ue have concluded that you are not entitled to
recognit!lon of exemption frow Federal Income Tax under Section
30 e (') of the Code, slace you are not organlzed and operated
exclusively f[or chariceble, religlous, or other exempt purpoaes
within the mcaning of Section 501(c)(3).

‘o ore requlred Lo file Pederal Income YTax Returns.

Contributions made to you are not deductible by the donors as
charitable contvibutions a8 defined in Section 170(¢) of the
Code.
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1f you do not agree with these conclusions, you may within thirty
days from the date of this letter, file a brief of the facts, law
and arguments (in duplicate) which cleariy sets forth your
position. In the event you desire an oral discussion of the
issues, you should so indicate in your submizsion., A conference
will be arranged in the Regional Office after you have submitted
your brief to the Chicago District Office and we have had an
opportunity to consider the brief and 1t appears that the
conclusions reached are stjll unfavorable to you. Any submigsion
must be signed by one of your principal officers. If the mutter
Is to be handled by a representative, the Conference and Practice
Requirements regarding the filing of a power of attorney and
evidence of enrollment to practice must be met. We have enclosed
Publicotion 892, Exempt Organization Appeal Procedures for
Adverse Determinations, which explsaing in detail your rights and
procedures. T

If you do not protest thils proposed determinatfion in a timely
manner, it will be conmsidered by the Internal Revenue Service as
a fallure to exhgust available administrative remedies. Section
7428(b)(2) of the Internal Revenue Code provides in part that "A
declaratory judgment or decree under this section shall not be
issued in any proceeding unless the Tax Court, the Court of
Claims, or the District Court of the United States for the
District of Columbia determines that the organization involved
has exhausted administrative remedies available to it within the
Internal Hevenue Service”.

If you agree with this cdeterminatfon, please sign and return the
enclosed Form 6018.

1f we do not hear from you within 30 days from the date of this
letter, this determinatfon will become final. 1In accordance with
Code Sectlon 6104(c), we will notify the appropriate State
officials of this action.

District Director

Enclosures:
Publicetion 892
Form 6118



